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Attached are revisions to the A-1, B-l, B-2, C-1, H~l, H-2, and H~3 schedules in
the above referenced matter. As previously discussed with you and Mr. Aladi, these
revisions reflect a change to deferred income taxes, and accumulated depreciation

Dear Mr, Rogers:

Re:

Dennis Rogers
Utilities Division
Arizona Corporation Commission
1200 W. Washington Street
Phoenix, Arizona 85007-2927

Ari20na Corporation Commission

DOCKETED

DGCKETED BY

If you have any questions, please call me at 602~246-7150.

HZO, Inc
Docket No. W-02234A-07-0557

DEC 22 2008

CERTIFIED PUBLIC ACCOUNTA
139 w. Wood Drive

Phoenix, Arizona 85029

Thomas J. Bourassa

December 22, 2008

Sincere

hot/nds J Bourassa
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H20, Inc. Docket W-2234A-07-0557
Test Year Ended December 31, 2006

Computation of Increase in Gross Revenue
Requirements As Adjusted

Exhibit
Schedule A-1
Page t
W itness: Bourassa
REVISED 12-18-2008

Fair Value Rate Base $ 1,944,185

296,353Adjusted Operating Income

Current Rate of Return 15.24%

$ 199,823

10.28%

Required Operating Income

Required Rate of Return on Fair Vaiue Rate Base

Operating income Deficiency

Gross Revenue Conversion Factor

$ (96,530)

1.6043

Adjusted Test Year Revenues
Increase in Gross Revenue Requirement
Revenue Requirement

$
$
$

3,379,767
(154,861 )

3,224,906

% Increase -4.58%

Present
Rates

Proposed
Rates

Dollar
Increase

Percent
Increase

Customer
Classification
Residential
5/8 Inch
3/4 Inch
1 Inch
1.5 inch
2 Inch
Commercial

$ 55,280
1 ,997,926

184,593
20,856

2,065

$ 46,275
1,945,172

162,914
17,589

1.668

$ (9,006)
(52,755)
(21 ,680)

(3,267)
(397)

$ 2,299
8,400
5,055
1 .785

80,656
55,378

$ 2,129
8.273
4,457
1.458

72,178
49,161

$ (170)
(127)
(598)
(327)

(8,478)
(6,217)

5/8 Inch
3/4 Inch
1 Inch
1.5 Inch
2 Inch
3 Inch
Irrigation
3/4 Inch
1 Inch
1.5 Inch

s 3,020
41 ,891
32,643

335,174

$ 2.962
39,196
29,547

306,947

$ (58)
(2,695)
(3,095)

(28,227)

$ $ $

-16.29%
-2.64%

-11 .74%
-15.67%
-19.20%

0.00%
-7.40%
-1 .51%

-11.83%
-18.34%
-10.51%
-11 .23%

0.00%
-1 .91%
-6.43%
-9.48%
-8.42%
0.00%

-4.84%
-8.36%
-4.93%

2 Inch
Construction
2 inch
3 Inch
Subtotal $

16,707
67,721

2,911,450 $

15,898
62,059

2,767,883 $

(809)
(5,662)

(143,568)

Revenue Annualization
GL Reconciliation

-5.75%
-114.63%

-4.88%Subtota\ $

262,954
(3,335)

3,171 ,070 $

247,838
488

3,016,208 $

(15,1 17)
3,823

(154,861)

Other Water Revenues 208,697

$ 3,379,767 as

208,697

3,224,905 $

0.00%
0.00%

-4.58%Total of Water Revenues (a) (154,861)

Line
No .

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52

53
54
55
56
57
58

SUPPORTING SCHEDULES:
B-1
C-1
C-3
H-1



Docket W-02234A-07-0557

H20, Inc.
Test Year Ended December 31, 2006

Summary of Rate Base

Exhibit
Schedule B-1
Page 1
Witness: Bourassa
REVISED 12-18-2008

Line
No.

Original Cost
Rate base

Fair Value
Rate Base

Gross Utility Plant in Service
Less: Accumulated Depreciation

$ 12,987,344
t,491 ,666

$ 12,987,344
1 ,491 ,666

Net Utility Plant in Service $ 11,495,678 $ 11,495,678

3,031,454 3,031,454

Less:
Advances in Aid of
Construction

Contributions in Aid of
Construction (CIAC)

Accumulated Amortization (CIAC)
Customer Meter Deposits
Deferred Income Tax Liability (Asset)

6,449,776
(683,565)

1 ,600,755
(846,927)

6,449,776
(683,565)

1 ,600,755
(846,927)

Plus:
Unamortized Finance
Charges

Allowance for Working Capital

Total Rate Base $ 1,944,185 $ 1,944,185

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34

SUPPORTING SCHEDULES:
B-2
B-3
B-5
E-1



Docket W-02234A-07-0557

H20, Inc.
Test Year Ended December 31, 2006

Original Cost Rate Base Proforma Adjustments

Exhibit
Schedule B-2
Page 1
Witness: Bourassa
REVISED 12-18-2008

Actual
at

End of
Test Year

Proforma Adjustments
Label Amount

Adjusted
at end

of
Test Year

Gross Utiiily
Plant in Service s 12,987,344 $ 12,987,344

Less:
Accumulated
Depreciation 1,442,004 1 49,663 1,491,666

Net Utility Plant
in Service $ 11,545,340 $ 11,495,678

Less:
Advances in Aid of
Construction 3,065,859 Sb (34,405) 3,031,454

Contributions in Aid of
Construction 9,271,032 2a/3a/4 6,449,776

Accumulated Amortization CIAC 2b

(2,821 ,256)

(683,565) (683,565)

1,600,755Customer Refundable Meter Deposits
Deferred income Tax Liability (Asset) 5 (846,927)

1,600,755
(846,927)

Plus:
Unamortized Finance
Charges

Working capital

Total $ (2,392,307) $ 1,944,185

Line

NO
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

34
35
36
37
38
39
40
41
42
43
44
45
46

SUPPORTING SCHEDULES:
B-2, pages 2-4 revised 12/08/2008
E-1

RECAP SCHEDULES:
B-1



Docket W-02234A-07-0557

H20, Inc.
Test Year Ended December 31, 2006

Original Cost Rate Base Proforma Adjustments
Adjustment 1

Exhibit
Schedule B-2
Page 2
V\htness: Bourassa
REVISED 12-18-2008

Line
ML
1 Accumulated Depreciation Adiustment

$Computed Balance
Balance per Company Schedule E-1
Difference 1 .

1,491,666
1,442,004

49,663

Increase (Decrease) to Accumulated Depreciation $ 49,663

2
3
4
5

6
7
8
9
10
11

12
13
14
15
16
17
18
19
20

SUPPORTING SCHEDULES
B-2, pages 2.1 -2.16 revised 12/08/2008
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Docekt W-02234A-07-0557

H20, Inc.
Test Year Ended December 31, 2006

Deferred Income Taxes

Exhibit
Schedule B-2
Page 5
Revised t2-18-2008

Deferred Tax Analysis
December 31, 2006

Accounting basis at end of year (Note 1)

Tax basis of capital assets at end of year (Note 1)

$ 6,040,793

Timing Difference

Tax rate

$

3,835,234

(2,205,559)

34.90%

$Defered tax liability [1]

AlAC End of Year (Accounting Basis)

AIAC End of Year (Tax Basis)

$

(769,764)

(4,632,209)

Timing Difference

Tax rate

4,632,209

34.90%

Defered tax asset [2] $ 1,616.691

Net Deferred Tax Asset (Liability) [3]=[1] plus [2] $ 846,927

Note 1 - Calculation of Plant Book and Tax Basis

Tax Book
$

Line
No

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

27
28
29
30
31
32
33
34
35
36
37

38

Plant in Service (from B-2)
CIAC (from B-2)
Amort. on CIAC (From B~2)
Asset Cost
Acc um. Depr. (from B-2)
NBV

$

$

4,933,687
(1 ,098,453)
3,835,234

$

$

12,987,344
(6,449,776)

683,565
7,221 ,1 as

(1 ,180,340)
6,040,793



Docket W-02234A-07-0-57

H20, Inc.
Test Year Ended December 31, 2006

Computation of Working Capital

Exhibit
Schedule B-5
Page 1
Witness: Bourassa
REVISED 12-18-2008

s 238,968
10,579

3,241

Cash Working Capital (118 of Allowance
Operation and Maintenance Expense)

Pumping Power (1/24 of Pumping Power)
Purchased Water (1/24 of Purchased Water)
Materia! and Supplies Inventories
Prepayments 8,127

Total Working Capital Allowance $ 260,916

Working Capital Requested $

Line
No.
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17

SUPPORTING SCHEDULES:
E-1

RECAP SCHEDULES:
B-1



H20, Inc. W-02234A-07-0557
Test Year Ended December 31, 2006

Income Statement

Exhibit
Schedule C-1
Page 1 `
VVhtness: Bourassa
REVISED 12-18-2008

Test Year
Book

Results Label Adiustment

Test Year
Adjusted
Results

Proposed
Rate

Increase

Adjusted
with Rate
Increase

$ 2,908,115 4 $ 262,954 $ 3,171,070 $ (154,861) $ 3,016,209

208,697
3,116,813 $ 262,954 $

208,697
3,379,767 $ (154,861) $

208,697
3,224,906$

$ pa 55,443 $ $

6 21,852

7/8
11

4,125
(200,000)

Cb
3

33,394
27,218

7 3 5 , 2 5 0
7 7 , 7 9 3

2 3 2 , 0 4 1
4 , 2 2 9

1 5 9 , 7 9 2
7 0 , 9 9 5

2 6 6 8 3 1
1 2 , 2 8 9

1 7 5 , 0 6 3
2 1 4 , 4 5 9

5 2 , 2 4 5
2 7 , 8 1 9
1 2 , 7 8 2

1 8 7 , 3 1 1
3 2 2 , 5 7 0

8 0 , 9 5 9
7 4 , 9 9 4

3 , 6 0 0

1
Qc
2

1 2

148,674
(17,957)
122,411
167,732

7 9 0 , 6 9 3
7 7 , 7 9 3

2 5 3 , 8 9 4
4 , 2 2 9

1 6 9 , 7 9 2
7 5 , 1 1 9
6 6 , 3 3 1
1 2 , 2 8 9

1 7 5 , 0 6 3
2 1 4 , 4 5 9

5 2 , 2 4 5
6 1 , 2 1 3
4 0 , 0 0 0

1 8 7 , 3 1 1
4 7 1 , 2 4 3

6 3 , 0 0 2
1 9 7 , 4 0 5
1 7 1 , 3 3 2 (58,332)

7 9 0 , 6 9 3
7 7 , 7 9 3

2 5 3 , 8 9 4
4 , 2 2 9

1 6 9 , 7 9 2
7 5 , 1 1 9
6 6 , 3 3 1
1 2 , 2 8 9

1 7 5 , 0 6 3
2 1 4 , 4 5 9

5 2 , 2 4 5
61 ,213
4 0 , 0 0 0

1 8 7 , 3 1 1
4 7 1 , 2 4 3

6 3 , 0 0 2
1 9 7 , 4 0 5
1 1 3 , 0 0 1

$

$

2,720,522

396,290

$

$

362,892 $

(99,937) $

3,083,414

296,353

$

$

(58,332) $

(96,529) $

3,025,082

199,823

28,783

(15,864)

5 a
Cb
1 0
5 d

(28,783)

3.038 (12,826) (12,826)

$
$

12,920
409,210

$ (25,745) s
s (125,683) $

(12,826) $
283,527 $

- s
(96,529) $

(12,826)
186,998

Line

1 Revenues
2 Metered Water Revenues
3 Unmetered Water Revenues
4 Other Water Revenues
5
6 Operating Expenses
7 Salaries and Wages
8 Purchased Water
9 Purchased Power
10 Chemicals
11 Repairs and Maintenance
12 Office Supplies and Expense
13 Outside Services
14 Water Testing
15 Rents
16 Transportation Expenses
17 Insurance - General Liability
18 Insurance - Health and Life
19 Reg. Comm. Exp. - Rate Case
20 Miscellaneous Expense
21 Depreciation Expense
22 Taxes Other Than income
23 Property Taxes
24 income Tax
25
26 Total Operating Expenses

27 Operating Income
28 Other Income (Expense)
29 Interest Income
30 Other income
31 Interest Expense
32 Other Expense
33
34 Total Other Income (Expense)
35 Net Profit (Loss)

36
37
38
39

SUPPORTING SCHEDULES:
C-2
E-2

RECAP SCHEDULES:
A-1
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Docket W-02234A-07-0557

H20, Inc.
Test Year Ended December 31, 2006

Adjustments to Revenues and Expenses
Adjustment Number 1

Exhibit
Schedule C-2
Page 2
Witness: Bourassa
REVISED 12-18-2008

Original
Cost

Proposed
Rate

Depreciation
EXD€l'1$€

131,452
7,954

538,179 17,921

255,856 8,520

4,437,582
51,404

2,706,417
1 ,647,121

207,500
2,290,426

45,343

554,698
1,712

60,082
32,942
6,910

190,793
907

90,771
121,240

6,054
24,248

52,616 2,631

29,569
224,500

0 . 0 0 %
0 . 0 0 %
0 . 0 0 %
3 . 3 3 %
2 . 5 0 %
2 . 5 0 %
3 . 3 3 %
6 . 6 7 %
2 . 0 0 %
5 . 0 0 %

1 2 . 5 0 %
3 . 3 3 %
2 . 2 2 %
2 . 0 0 %
3 . 3 3 %
8 . 3 3 %
2 . 0 0 %
6 . 6 7 %
6 . 6 7 %
6 . 6 7 %

2 0 . 0 0 %
4 . 0 0 %
5 . 0 0 %

1 0 . 0 0 %
5 . 0 0 %

1 0 . 0 0 %
1 0 . 0 0 %
1 0 . 0 0 %

1 .478
22,450

A c c o u n t

E Q
301
302
303
304
305
306
307
308
309
3 1 0
311
320
330
331
333
334
335
3 3 6
339
340
341
342
343
344
345
346
347
348

Description
Organization Cost
Franchise Cost
Land and Land Rights
Structures and Improvements
Collecting and Impounding Res
Lake River and Other Intakes
Wells and Springs
Infiltration Galleries and Tunnels
Supply Mains
Power Generation Equipment
Electric Pumping Equipment
Water Treatment Equipment
Distribution Reservoirs & Standpipe
Transmission and Distribution Mains
Services
Meters
Hydrants
Backflow Prevention Devices
Other Plant and Miscellaneous Equipment
Office Furniture and Fixtures
Transportation Equipment
Stores Equipment
Tools and Work Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
Other Tangible Plant 149,414 14.941

TOTALS $ 12,987,344 $ 946,288

$ 6,449,776 7.3653% $ (475,045)

$ 471,243

322,570

148,674

Line

1 Depreciation Expense
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37 Less: Amort. of Contributions - Adjusted Balance End of TY
38
39 Total Depreciation Expense
40
41 Test Year Depreciation Expense
42
43 Increase (decrease) in Depreciation Expense

44
45 Adjustment to Revenues and/or Expenses

46

$ 148,674



Docket W-02234A-07-0557

H20, Inc.
Test Year Ended December 31, 2006

Adjustment to Revenues and Expenses
Adjustment Number 2

Exhibit
Schedule C-2
Page 3
Witness: Bourassa
REVISED 12~18-2008

$

$
$

3,379,767
3,379,767
3,224,906
3,328,147
6,656,293

$

9,231

$ 6,647,063
23.00%

1,528,824
12.8467%

196,403
1 ,002

$

$

197,405
74,994

122,411

Line

FJ.Q.-
1 Adiust Prooertv Taxes to Reflect Proposed Revenues:
2
3 Adjusted Revenues in year ended 12/31/2006
4 Adjusted Revenues in year ended 12/31/2006
5 Proposed Revenues
6 Average of three year's of revenue
7 Average of three year's of revenue, times 2
8 Add:
9 Construction Work in Progess at 10%
10 Deduct:
11 Book Value of Transportation Equipment
12
13 Full Cash Value
14 Assessment Ratio
15 Assessed Value
16 Property Tax Rate
17
18 Property Tax
19 Tax on Parcels
20
21 Total Property Tax at Proposed Rates
22 Property Taxes in the test year
23 Change in Property Taxes
24
25
26 Adjustment to Revenues and/or Expenses
27
28

$ 122,411



Docket W-02234A-07-0557

H20, Inc.
Test Year Ended December 31, 2006

Adjustment to Revenues and Expenses
Adjustment Number 4

Exhibit
Schedule C-2
Page 5
Witness: Bourassa
REVISED 12-18-2008

Line
N i

$ 262,954

$ 262,954

1 Revenue Annualization
2
3
4 Revenue Annualization
5
6
7
8 Total Revenue from Annualization

9
10
11 Adjustment to Revenue and/or Expense

12
13 SUPPORTING SCHEDULES
14 C-2 , pages 5.1 to 5.15
15 H-1
16
17
18
19
20

$ 262,954
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Docket W-02234A-07-0557

H20, Inc.
Test Year Ended December 31, 2006

Adjustment to Revenues and Expenses
Adjustment Number 10

Exhibit
Schedule C-2
Page 11
Witness: Bourassa
REVISED 12-18-2008

$ 1,944,185
0.66%

$ 12,826

$ 15,864

Line

ML
1 Interest Svnchronization With Rate Base
2
3

4 Fair Value Rate Base
5 Weighted Cost of Debt from D-1
6 Synchronized Interest
7
8 Test Year Interest Expense
9
10 Increase (decrease) in Interest Expense
11
12 Adjustment to Revenue and/or Expense

13
14
15
16
17
18
19
20

$

$

(3,038)

3,038

4



Docekt W-02234A-07-0-57

H20, Inc.
Test Year Ended December 31, 2006

Computation of Gross Revenue Conversion Factor

Exhibit
Schedule C-3
Page 1
Witness: Bourassa
REVISED 12-18-2008

Description
Federal Income Taxes

Percentage
of

Incremental
Gross

Revenues
30.70%

State Income Taxes 6.97%

Other Taxes and Expenses 0.00%

37.67%Total Tax Percentage

Operating Income % = 100% - Tax Percentage 62.33%

Gross Revenue Conversion Factor1

Operating Income % 1 .6043

Line
No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20

SUPPORTING SCHEDULES: RECAP scHEDuLEs;
A-1
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